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country-of-origin labeling, consumer demand, meat, fruit and vegetables, fish
and shellfish, peanuts.
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2 Economic Research Service, USDA

Introduction

1 For a comprehensive overview of positions, see Mandatory
Country of Origin Labeling Hearings before the Committee on
Agriculture, House of Representatives, www.agriculture.house.gov.  

2 See references for the Federal Register 2002 and 2003.  The pro-
posed rule is available on the Agricultural Marketing Service’s
COOL website at www.ams.usda.gov/cool.  Public comments are
welcomed until  February 27, 2004.

http://www.agriculture.house.gov
http://www.ams.usda.gov/cool/


Basic Details of Mandatory COOL
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Informing Consumers:
A Complicated Task
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Background

3 The proposed rule defines a processed food item to be an item
derived from a covered commodity that has undergone a physical
or chemical change and has a different character, or an item
derived from a covered commodity that has been combined with
either other covered commodities, or other substantive food com-
ponents resulting in a distinct retail item that is no longer marketed
as a covered commodity.
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Recordkeeping, Compliance and Enforcement
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Country-of-Origin Laws
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4 Economic Research Service, USDA

4 USDA’s Agricultural Marketing Service has posted a list of docu-
ments on their website for producers, processors, and retailers to
consider when establishing records for verification purposes,
www.ams.usda.gov/cool/records.htm.  During a compliance audit,
USDA auditors will review any and all documents to the extent
necessary to arrive at an accurate decision on the level of compli-
ance.

http://www.ams.usda.gov/cool/records.htm
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5 The eight States are Alabama, Arkansas, Florida, Louisiana,
Maine, Mississippi, North Dakota, and Wyoming.  
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Use of Voluntary Country-of-Origin Labels
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6 Economic Research Service, USDA

Voluntary Country-of-Origin Labeling
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6 See "Livestock, Dairy, and Poultry Outlook," various issues,
Economic Research Service, USDA,,
www.ers.usda.gov/publications/ldp.

7 Only  prepackaged items must be labeled under current U.S.
Customs requirements.

http://www.ers.usda.gov/publications/ldp/
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Examining Supply and Demand 
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Mandatory COOL:
Impacts on Food Supply, Demand, and International Trade

8 For ease of presentation, this section treats suppliers as a unit,
without distinguishing between retailers, handlers, and farmers.
9 We assume there are no specialized resources used in food pro-
duction and the industry supply (S) can expand or contract at the
current price.  An upward sloping supply curve would not alter our
conclusions except to distribute the costs of COOL to both con-
sumers and suppliers.  

10 An upward sloping supply curve would be implied if suppliers
were able to pass some of the costs of mandatory COOL to pro-
ducers by lowering the prices that they pay for the covered com-
modities.
11 The conventional measure of consumer welfare, consumer sur-
plus—the area below the demand curve and above price—is larger
under P1 than under P2.

Figure 1

Price

Labeling leads to additional costs

QuantityQ1Q2

P1

P2

S =MC1

Demand

a

b

1

S =MC22
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Figure 2

Price

Intervention that corrects market failure benefits
label-conscious consumers but imposes costs to 
all consumers

Quantity

Label-indifferent
demand a

b

a

b

Label-conscious demand
Without
labels

With
labels

Purchases by
consumers who
do not value labels

Purchases by
consumers who
do value labels

P1

P2

S =MC11

S =MC22

12 In many cases, this may be sufficient since most covered com-
modities sold in the United States are produced domestically.
Moreover, many consumers know that tropical and out-of-season
products are likely to be imported.
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13 In addition to Kerr, see Hayes and Meyer, Lusk and Anderson,
Peel, and Plain and Grimes, among others.
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U.S. Animal Identification 

14 See the following articles for more information about the CGE
model used: X. Diao and A. Somwaru, "A Dynamic Evaluation of
the Effects of A Free Trade Area of the Americas: Intertemporal,
Global General Equilibrium Model" Journal of Economic
Integration, Vol. 16(1), March 2001; X. Diao and A. Somwaru.
"An Inquiry on General Equilibrium Effects of MERCOSUR-An
Intertemporal World Model," Journal of Policy Modeling, Vol. 22,
5, 2000; and X. Diao and A. Somwaru. "MERCOSUR and U.S.;
An Intertemporal General Equilibrium Evaluation of Regional
Integration," International Economic Journal, Vol. 113, No. 1
Spring 1999.

http://www.usaip.info/
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1 Since not all retailers are subject to the proposed rule, the demand increase would equal 1 to 5.1 percent for those cov-
ered by the proposed rule.
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Estimating the Impact of Mandatory COOL (cont.) 
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Estimated impact of proposed rule on U.S. production, prices, and trade 

Prices             Production                  Exports               Imports
Percent change from the base year

Low incremental cost:
Fruit and vegetables 0.11 -0.15 -0.17 -0.20
Cattle and sheep 0.05 -0.14 -0.11 -0.06
Broilers 0.01 0.01 -0.00  0.02
Hogs 0.05 -0.07 -0.09 0.01
Beef and lamb 0.07 -0.15 -0.13 -0.10
Chicken meat 0.01 0.04 0.01 0.03
Pork 0.06 -0.17 -0.16 -0.12
Fish 0.15 -0.26 -0.27 0.01
High incremental cost:
Fruit and vegetables 0.43 -0.49 -0.62   -0.26
Cattle and sheep 0.24   -0.33 -0.37   -0.08
Broilers 0.02    0.03 -0.00    0.03
Hogs . 0.07   -0.15 -0.16   -0.03
Beef and lamb 0.27   -0.34 -0.40   -0.25
Chicken meat. 0.11     0.07 -0.07   0.16
Pork 0.26   -0.39 -0.48   -0.08
Fish 0.64   -0.92 -1.04    0.22
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